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6SULQW &RUSRUDWLRQ �´6SULQWµ�� RQ EHKDOI RI LWV ORFDO DQG ORQJ GLVWDQFH GLYLVLRQV�

VXEPLWV LWV &RPPHQWV WR WKH 1RWLFH RI 3URSRVHG 5XOHPDNLQJ ��1350�� UHOHDVHG RQ

2FWREHU ��� ����� LQ WKH DERYH UHIHUHQFHG GRFNHW�

,� ,1752'8&7,21 $1' 6800$5<

6SULQW DSSODXGV WKH &RPPLVVLRQ
V HIIRUWV WR UHGXFH DFFRXQWLQJ DQG UHSRUWLQJ

UHTXLUHPHQWV IRU DOO LQFXPEHQW ORFDO H[FKDQJH FDUULHUV ��,/(&V��� 6SULQW IXOO\ VXSSRUWV WKH

&RPPLVVLRQ
V SURSRVDO WR WUHDW WKH PLG�VL]HG FDUULHUV DV &ODVV % FRPSDQLHV� DIIRUGLQJ WKHP

UHOLHI IURP $XWRPDWHG 5HSRUWLQJ 0DQDJHPHQW ,QIRUPDWLRQ 6\VWHP ��$50,6�� DQG &RVW

$OORFDWLRQ 0DQXDO ��&$0�� ILOLQJV� 7KLV LV DSSURSULDWH RZLQJ WR WKH IDFW WKDW WKH KXJH

PDMRULW\ RI WKH DFFHVV OLQHV DQG UHYHQXHV FXUUHQWO\ UHSRUWHG WKURXJK ��$50,6�� LV FRQWUROOHG

E\ WKH UHJLRQDO %HOO RSHUDWLQJ FRPSDQLHV ��5%2&V��� ZKLOH WKH PLG�VL]HG FDUULHUV DFFRXQW

IRU DQ LQVLJQLILFDQW SRUWLRQ RI VXFK OLQHV DQG UHYHQXHV�

,I WKH &RPPLVVLRQ GHFLGHV DJDLQVW JUDQWLQJ WKH PLG�VL]HG FDUULHUV IXOO &ODVV % VWDWXV�

6SULQW JHQHUDOO\ VXSSRUWV WKH &RPPLVVLRQ
V DOWHUQDWLYH SURSRVDO WR JUHDWO\ UHGXFH &$0 DQG

$50,6 ILOLQJ UHTXLUHPHQWV IRU PLG�VL]HG FDUULHUV� )XUWKHU� WKH &RPPLVVLRQ VKRXOG



�

VLJQLILFDQWO\ LQFUHDVH WKH LQGH[HG UHYHQXH WKUHVKROG� ZKLFK LV XVHG WR GHWHUPLQH ZKLFK

RSHUDWLQJ FRPSDQLHV PXVW VXEPLW WKHVH ILOLQJV � LQ RUGHU WR DIIRUG UHOLHI WR FDUULHUV ZKR DUH

WUXO\ PLG�VL]HG�

6SULQW DOVR JHQHUDOO\ VXSSRUWV WKH YDULRXV &RPPLVVLRQ SURSRVDOV UHJDUGLQJ FKDQJHV

WR WKH 3DUW �� $FFRXQWLQJ 5XOHV� ,Q VRPH FDVHV 6SULQW VXJJHVWV D JUHDWHU GHJUHH RI FKDQJH�

VXFK DV D �� PLOOLRQ PLQLPXP YDOXH IRU DVVHW WUDQVIHUV XQGHU WKH DIILOLDWH WUDQVDFWLRQ UXOHV�

UDWKHU WKDQ ��������� DQG D �� UHYHQXH WKUHVKROG IRU WRWDO LQFLGHQWDO DFWLYLW\ UHYHQXH� UDWKHU

WKDQ D �� WKUHVKROG�

:KLOH 6SULQW KDV QR REMHFWLRQ WR UHPRYLQJ &ODVV $ DFFRXQWV WKDW DUH QR ORQJHU

QHFHVVDU\� 6SULQW RSSRVHV WKH 867$ UHFRPPHQGDWLRQ WR SHUPLW WKH 5%2&V WR XVH &ODVV %

DFFRXQWLQJ� EHFDXVH PXFK RI WKH GHWDLO LQ &ODVV $ DFFRXQWV LV VWLOO QHHGHG WR HYDOXDWH 5%2&

FRVW VWXGLHV� )XUWKHU� 6SULQW RSSRVHV WKH VWDWHV
 VXJJHVWLRQ WR DGG D KRVW RI QHZ DFFRXQWV

DQG VXEDFFRXQWV DV LQDSSURSULDWH LQ D GRFNHW RSHQHG WR UHGXFH UHJXODWLRQ�

,,� 5(/,() )250,'�6,=(' &$55,(56

$� (OLPLQDWH &$0 DQG $50,6 )LOLQJ 5HTXLUHPHQWV IRU 0LG�6L]HG

&DUULHUV�

6SULQW VXSSRUWV WKH &RPPLVVLRQ·V SURSRVDO WR WUHDW DOO PLG�VL]HG ,/(& RSHUDWLQJ

FRPSDQLHV DV &ODVV % FDUULHUV� WKHUHE\ HOLPLQDWLQJ DOO &$0 ILOLQJV DQG $50,6 UHSRUWV IRU

WKHVH FDUULHUV�� 7KLV SURSRVDO ZRXOG SURSHUO\ UHGXFH WKH ,/(& FDWHJRULHV IURP WKUHH WR WZR�

VLPSOLI\LQJ WKH V\VWHP DQG UHFRJQL]LQJ WKDW WKH RQO\ PHDQLQJIXO ,/(& GLYLGLQJ OLQH LV

EHWZHHQ WKH 5%2&V DQG WKH LQGHSHQGHQW ,/(&V� 0RUHRYHU� DV WKH &RPPLVVLRQ QRWHG LQ

SDUDJUDSK �� RI WKH 1350� �VWDII DQDO\VLV DQG XVDJH RI WKH GDWD«KDG PRVWO\ EHHQ OLPLWHG

� 1350 DW SDUD� ��
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WR WKH ODUJHVW LQFXPEHQW /(&V EHFDXVH WKH\ KDYH WKH JUHDWHVW RSSRUWXQLWLHV DQG LQFHQWLYHV

IRU VKLIWLQJ FRVWV EHWZHHQ VHUYLFHV��

&XUUHQWO\� ,/(&V DUH FODVVLILHG LQWR WKUHH JURXSV� FRQVLVWLQJ RI �L� WKH �SXUH� &ODVV $

FDUULHUV� ZKLFK ZHUH WKH 5%2&V DQG *7(� �LL� WKH PLG�VL]HG &ODVV $ FDUULHUV� LQFOXGLQJ

$OOWHO� &LWL]HQV�)URQWLHU� &LQFLQQDWL %HOO� &RPPRQZHDOWK� DQG 6SULQW� ZKLFK DUH LQGLYLGXDO

ORFDO H[FKDQJH FDUULHUV ZLWK RSHUDWLQJ UHYHQXH H[FHHGLQJ ���� PLOOLRQ DQQXDOO\� EXW

DJJUHJDWH UHYHQXHV RI OHVV WKDQ �� ELOOLRQ� DQG �LLL� WKH &ODVV % FDUULHUV� ZKLFK KDYH RSHUDWLQJ

UHYHQXH RI OHVV WKDQ ���� PLOOLRQ DQQXDOO\� 2YHU WKH SDVW ILYH \HDUV� WKH 5%2&V KDYH

EHFRPH PRUH FRQFHQWUDWHG� :LWK WKH DFTXLVLWLRQ RI 1<1(; E\ %HOO $WODQWLF� DQG WKH

DFTXLVLWLRQ RI 3DFLILF 7HOHVLV DQG $PHULWHFK E\ 6%&� VHYHQ 5%2&V KDYH EHFRPH IRXU� ,Q

DGGLWLRQ� %HOO $WODQWLF DOVR DFTXLUHG *7(� WKH ODUJHVW &ODVV $ LQGHSHQGHQW ,/(&� 7KH

FRPELQHG FRPSDQ\ LV QRZ NQRZQ DV 9HUL]RQ� )LQDOO\� DV D UHVXOW RI WKH DFTXLVLWLRQ RI

6RXWKHUQ 1HZ (QJODQG 7HOHSKRQH E\ 6%&� WKH 5%2&V VKDUH RI WKH ,/(& SLH LQFUHDVHG�

ZKLOH WKH LQGHSHQGHQWV
 VKDUH GHFUHDVHG�

$FFRUGLQJ WR ���� $50,6 5HSRUWV� WKH IRXU 5%2&V �LQFOXGLQJ *7( DV SDUW RI

9HUL]RQ� DFFRXQW IRU ����� RI WKH QHW UHYHQXHV RI WKH &ODVV $ FDUULHUV� ZKLOH WKH PLG�VL]HG

&ODVV $ FDUULHUV DFFRXQW IRU RQO\ ������ &RUUHVSRQGLQJO\� WKH IRXU 5%2&V DOVR DFFRXQW IRU

����� RI WKH &ODVV $ VZLWFKHG DFFHVV OLQHV DV RI WKH HQG RI ����� ZKLOH WKH PLG�VL]HG &ODVV

$ FDUULHUV DFFRXQW IRU RQO\ ������ 7KH VPDOOHVW 5%2&� 4ZHVW� KDG ���� QHW UHYHQXHV RI

����� ELOOLRQ� 7KLV ILJXUH ZDV QRW RQO\ PRUH WKDQ WZLFH WKH QHW UHYHQXHV RI WKH ODUJHVW PLG�

VL]HG ,/(&� 6SULQW ����� ELOOLRQ�� EXW ZDV DOVR PRUH WKDQ DOO PLG�VL]HG &ODVV $ FDUULHUV

FRPELQHG�

,W GRHV QRW PDNH VHQVH WR FRQWLQXH WR UHTXLUH WKH VHYHUDO PLG�VL]HG &ODVV $ FDUULHUV

WR ILOH &$0V DQG $50,6 5HSRUWV LQ RUGHU WR FDSWXUH LQIRUPDWLRQ RQ OHVV WKDQ �� RI WKH

� ���� $50,6 5HSRUWV ������ /LQH ���
� ���� $50,6 5HSRUWV ������ &ROXPQ GM
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&ODVV $ UHYHQXHV DQG DFFHVV OLQHV� 7KH FRVW RI &$0 ILOLQJV LV WKH VDPH IRU DOO /(&V�

UHJDUGOHVV RI VL]H� EXW WKH SHU FXVWRPHU FRVW LV PXFK JUHDWHU IRU WKH VPDOOHU FRPSDQLHV�

6SULQW HQFRXUDJHV WKH &RPPLVVLRQ WR DGRSW LWV SURSRVDO WR JUDQW &ODVV % VWDWXV WR WKH PLG�

VL]HG FDUULHUV� %\ GRLQJ VR� WKH )&& ZLOO FRQWLQXH WR UHFHLYH &ODVV $ DFFRXQWLQJ GDWD IURP

WKRVH FDUULHUV FRPSULVLQJ RYHU ��� RI WKH FXUUHQW &ODVV $ FDUULHUV� WKXV HQVXULQJ WKDW LWV

RYHUVLJKW RI WKH ,/(&V DV D ZKROH ZLOO UHPDLQ LQWDFW�

,Q DGGLWLRQ� WKH SUHSDUDWLRQ DQG ILOLQJ RI $50,6 UHSRUWV LV FRVWO\ DQG RYHUO\

EXUGHQVRPH IRU WKH PLG�VL]HG FRPSDQLHV DQG WKH EXUGHQV RI LPSRVLQJ WKHVH UHSRUWLQJ

UHTXLUHPHQWV RXWZHLJK WKH EHQHILWV RI LQFOXGLQJ WKHVH FRPSDQLHV LQ WKH $50,6 GDWDEDVH�

6SULQW HVWLPDWHV WKDW LWV UHJXODWRU\ DFFRXQWLQJ DQG UHJXODWRU\ DIIDLUV SHUVRQQHO FXUUHQWO\

VSHQG RYHU ����� KRXUV LQ WKH SUHSDUDWLRQ RI $50,6 UHSRUWV� 7KLV WUDQVODWHV WR D IXOO\

ORDGHG FRVW RI DSSUR[LPDWHO\ ��������� 7KLV DPRXQW GRHV QRW LQFOXGH VLJQLILFDQW FRVW

LQFXUUHG IRU WKH DWWHVWDWLRQ RI WKH $50,6 ����� E\ H[WHUQDO DXGLWRUV� ZKLFK FRVW FDQQRW EH

XQLTXHO\ VHJUHJDWHG IURP WKH WRWDO DXGLW IHHV� 7KH EXUGHQ RI WKHVH FRVWV XOWLPDWHO\ IDOO RQ

WKH FRQVXPHU� 7KH ORJLFDO FRQFOXVLRQ LV WR FRQWLQXH WR FODVVLI\ WKH IRXU 5%2&V DV &ODVV $�

DQG WUHDW WKH PLG�VL]HG FDUULHUV DV &ODVV %�

%� $OWHUQDWLYHO\� 5HGXFH &$0 DQG $50,6 5HTXLUHPHQWV DQG 5DLVH WKH

,QGH[HG 5HYHQXH 7KUHVKROG�

7KH DOWHUQDWH SURSRVDO LQ SDUDJUDSK �� RI WKH 1350� ZKLOH QRW DV HIIHFWLYH DV WKH

SURSRVDO GLVFXVVHG DERYH� LV D VWHS LQ WKH ULJKW GLUHFWLRQ� 7KLV SURSRVDO ZRXOG �L� UHSODFH

DQQXDO &$0 ILOLQJV DQG ELHQQLDO &$0 DXGLWV ZLWK DQ DQQXDO FHUWLILFDWLRQ� �LL� UDLVH WKH

LQGH[HG UHYHQXH WKUHVKROG� IURP ���� PLOOLRQ WR ���� PLOOLRQ� DQG �LLL� HOLPLQDWH DOO ILQDQFLDO

UHSRUWLQJ IRU PLG�VL]HG FDUULHUV H[FHSW 6XPPDU\ 5HSRUW ������

� 6HH �� &)5 ��������
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6SULQW VWURQJO\ VXSSRUWV WKH FHUWLILFDWLRQ SURFHVV LQ OLHX RI &$0 ILOLQJV� (OLPLQDWLQJ

SUHSDUDWLRQ RI WKH &$0 UHSUHVHQWV UHDO VDYLQJV RI FRVWV DQG UHVRXUFHV� ,Q RUGHU WR SUHVHUYH

WKHVH VDYLQJV� WKH FHUWLILFDWLRQ VKRXOG DSSO\ WR FRPSOLDQFH ZLWK VHFWLRQ ������ RI WKH

&RPPLVVLRQ
V UXOHV FRYHULQJ WKH SULQFLSOHV RI FRVW DOORFDWLRQ� 7KH &RPPLVVLRQ VKRXOG QRW

UHTXLUH FRQWLQXHG REVHUYDQFH RI VHFWLRQ ������� ZKLFK ZRXOG VLPSO\ PDLQWDLQ WKH FXUUHQW

&$0 IRUPDW� WKXV HDWLQJ LQWR PRVW RI WKH FRVWV DQG UHVRXUFHV VDYHG� )XUWKHU� 6SULQW DOVR

VXSSRUWV WKH &RPPLVVLRQ·V SURSRVDO� DW SDUDJUDSK �� RI WKH 1350� WR HOLPLQDWH WKH

UHTXLUHPHQW IRU DQ DWWHVWDWLRQ HQJDJHPHQW HYHU\ WZR \HDUV� 7KLV FRPSOLDQFH UHTXLUHPHQW LV

RYHUO\ EXUGHQVRPH LQ WHUPV RI ERWK FRVW DQG UHVRXUFHV H[SHQGHG DQG LV XQQHFHVVDU\� 7KH

&RPPLVVLRQ FDQ UHWDLQ LWV DELOLW\ WR REWDLQ FRPSOLDQFH ZLWK FRVW DOORFDWLRQ UHTXLUHPHQWV E\

VLPSO\ RUGHULQJ DQ DXGLW LI GHHPHG QHFHVVDU\�

6SULQW VXSSRUWV UDLVLQJ WKH LQGH[HG UHYHQXH WKUHVKROG� +RZHYHU� DQ LQFUHDVH IURP

���� PLOOLRQ WR ���� PLOOLRQ� ZKLOH KHOSIXO� ZRXOG KDYH RQO\ D PDUJLQDO LPSDFW IRU WKH PLG�

VL]HG FDUULHUV� 2I WKH �� PLG�VL]HG FDUULHUV ZKR FXUUHQWO\ H[FHHG WKH ���� PLOOLRQ WKUHVKROG�

RQO\ HLJKW ZRXOG FOHDUO\ EH LPSDFWHG E\ DQ LQFUHDVH WR ���� PLOOLRQ� +RZHYHU� LI WKH

EHQFKPDUN ZHUH UDLVHG WR ���� PLOOLRQ� �� RI WKH �� HQWLWLHV ZRXOG FOHDUO\ IDOO XQGHU WKH

WKUHVKROG� $W ���� PLOOLRQ� WZR PRUH FRPSDQLHV ZRXOG GURS RII WKH &ODVV $ OLVW� OHDYLQJ

RQO\ ILYH HQWLWLHV �IRXU 6SULQW FRPSDQLHV DQG &LQFLQQDWL %HOO� VWLOO UHTXLUHG WR PDNH &$0 DQG

$50,6 ILOLQJV� $OO QLQH RI WKH 6SULQW HQWLWLHV DIIHFWHG E\ D ���� PLOOLRQ WKUHVKROG DUH UXUDO

WHOHSKRQH FRPSDQLHV� DV GHILQHG LQ �� 8�6�&� ����� 7KXV� D QHZ WKUHVKROG RI ���� PLOOLRQ LV

VWLOO PRGHVW HQRXJK WR LGHQWLI\ WUXO\ PLG�VL]HG FDUULHUV DQG DIIRUG WKHP PRUH VLJQLILFDQW

UHOLHI� ZLWKRXW MHRSDUGL]LQJ WKH &RPPLVVLRQ
V RYHUVLJKW REOLJDWLRQV� 5HJDUGOHVV RI WKH OHYHO

XOWLPDWHO\ VHOHFWHG� DQ\ QHZ WKUHVKROG VKRXOG FRQWLQXH WR EH LQGH[HG IRU LQIODWLRQ DV VHW

IRUWK LQ �� &)5 ���������
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,Q SDUDJUDSK �� RI WKH 1350� WKH &RPPLVVLRQ GLVFXVVHV DOWHUQDWLYHV WR WKH

RSHUDWLQJ FRPSDQ\ WKUHVKROG� 6SULQW UHFRPPHQGV WKDW WKH &RPPLVVLRQ JUDQW D FRPSDQ\

UHOLHI IURP &$0 DQG $50,6 ILOLQJV LI WKDW FRPSDQ\ PHHWV HLWKHU D KROGLQJ FRPSDQ\

UHYHQXH WKUHVKROG RU DQ RSHUDWLQJ FRPSDQ\ UHYHQXH WKUHVKROG� ,Q WKLV LQVWDQFH� WKH

&RPPLVVLRQ VKRXOG PRGLI\ WKH LQGH[HG UHYHQXH WKUHVKROG E\ DGGLQJ D KROGLQJ FRPSDQ\

WKUHVKROG RI �� ELOOLRQ IRU WKH UHJXODWHG UHYHQXHV RI DOO WKH ,/(& DIILOLDWHV RI D FRPSDQ\�

ZKLFK LV WKH VDPH WKUHVKROG XVHG WRGD\ WR GHILQH PLG�VL]HG ,/(&V�� ,W VKRXOG EH QRWHG WKDW

WKLV DPRXQW FXUUHQWO\ FRYHUV DOO &ODVV $ PLG�VL]HG FDUULHUV� EXW QRQH RI WKH 5%2&V� 7KXV� LI

WKH &RPPLVVLRQ DGGV WKH �� ELOOLRQ KROGLQJ FRPSDQ\ WKUHVKROG� WKH &RPPLVVLRQ ZLOO VWLOO

REWDLQ &$0 DQG $50,6 ILOLQJV FRYHULQJ PRUH WKDQ ��� RI WKH OLQHV DQG UHYHQXHV RI WKH

ILOLQJV LW UHFHLYHV WRGD\� DV GLVFXVVHG LQ VHFWLRQ ,,�$� DERYH� 7KH �� ELOOLRQ KROGLQJ FRPSDQ\

WKUHVKROG VKRXOG EH LQGH[HG DORQJ ZLWK WKH RSHUDWLQJ FRPSDQ\ UHYHQXH WKUHVKROG� DV

SURYLGHG LQ �� &)5 ���������

6SULQW DOVR VXSSRUWV WKH &RPPLVVLRQ
V SURSRVDO LQ SDUDJUDSK �� RI WKH 1350 WR

HOLPLQDWH $50,6 ������ ����� DQG ����� UHSRUWV IRU PLG�VL]HG FDUULHUV� 7KHVH UHSRUWV DUH

RYHUO\ EXUGHQVRPH WR PLG�VL]HG FDUULHUV DQG WKH\ DUH QRW SDUWLFXODUO\ XVHIXO WR WKH

&RPPLVVLRQ LQ DQDO\]LQJ LQGXVWU\ WUHQGV� &RQVLVWHQW ZLWK WKH GLVFXVVLRQ DERYH� 6SULQW

RSSRVHV UHWDLQLQJ WKH UHTXLUHPHQW IRU DQ\ PLG�VL]HG FDUULHU WR UHSRUW HLWKHU $50,6 ����� RU

������ DV VXJJHVWHG LQ SDUDJUDSK �� RI WKH 1350� +RZHYHU� LI WKH &RPPLVVLRQ GHFLGHV WR

FRQWLQXH WR UHTXLUH VRPH OHYHO RI $50,6 UHSRUWLQJ E\ PLG�VL]HG FDUULHUV� VXFK UHTXLUHPHQW

VKRXOG EH OLPLWHG WR D VLQJOH UHSRUW �$50,6 ������� UHWDLQLQJ D 7DEOH ,, IRU DQ\ UHTXLUHG

RSHUDWLQJ GDWD� DQG RWKHUZLVH HOLPLQDWLQJ $50,6 ����� HQWLUHO\�

)LQDOO\� VKRXOG WKH &RPPLVVLRQ GHFLGH WR FRQWLQXH WR UHTXLUH PLG�VL]HG FDUULHUV ZKR

H[FHHG WKH LQGH[HG UHYHQXH WKUHVKROG WR UHSRUW $50,6 ������ 6SULQW VXSSRUWV WKH

� 6HH �� &)5 ��������
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&RPPLVVLRQ SURSRVDO LQ SDUDJUDSK �� RI WKH 1350 HOLPLQDWLQJ WKH %)3 FROXPQ DQG

FRPELQLQJ WKH �61)$ DQG ,QWUD�FR� $GMXVWPHQWV� FROXPQ ZLWK WKH �2WKHU $GMXVWPHQWV�

FROXPQ WR IRUP RQH FROXPQ HQWLWOHG �$GMXVWPHQWV�� 6SULQW DOVR SURSRVHV WR HOLPLQDWH WKUHH

DGGLWLRQDO FROXPQV� 3D\ � ,QVLGH :LUH DQG (TXDO $FFHVV� DV KDYLQJ QR DSSUHFLDEOH EHQHILW�

6SULQW RSSRVHV WKH DGGLWLRQ RI D QHZ FROXPQ IRU �H[FOXGHG VHUYLFHV�� ,QVWHDG 6SULQW

SURSRVHV FRPELQLQJ �,QWHUH[FKDQJH�� �%LOOLQJ 	 &ROOHFWLRQ� DQG �([FOXGHG 6HUYLFHV� LQWR D

VLQJOH FROXPQ HQWLWOHG �1RQ�$FFHVV�� 3DUW �� UXOHV GR QRW DGGUHVV WKH DOORFDWLRQ RI FRVWV

IRU WKH �([FOXGHG 6HUYLFHV� DQG WKHUH LV QR UHJXODWRU\ EHQHILW LQ UHSRUWLQJ WKHVH LWHPV

VHSDUDWHO\�

,,,� 3DUW �� $FFRXQWLQJ 5XOHV

$� &KDUW RI $FFRXQWV ,VVXHV

3DUDJUDSKV ����� RI WKH 1350 IRFXV RQ WKH FKDUW RI DFFRXQWV� DQG UDLVH LVVXHV VXFK

DV HOLPLQDWLQJ VHYHUDO VXEDFFRXQWV�� HOLPLQDWLQJ -XULVGLFWLRQDO 'LIIHUHQFH $FFRXQWV��

HOLPLQDWLQJ HLWKHU DOO RU DSSUR[LPDWHO\ RQH�IRXUWK RI WKH &ODVV $ DFFRXQWV� DQG DGGLQJ

DFFRXQWV DW WKH VWDWHV
 UHTXHVW�

6SULQW VXSSRUWV HOLPLQDWLQJ DOO WHQ RI WKH VXEDFFRXQWV UHIHUHQFHG LQ IRRWQRWH �� RI

WKH 1350� 7KH OHYHO RI GHWDLO UHSUHVHQWHG E\ WKHVH DFFRXQWV LV QRW QHFHVVDU\ IURP D

UHJXODWRU\ SHUVSHFWLYH� 6SULQW DOVR VXSSRUWV WKH HOLPLQDWLRQ RI WKH -XULVGLFWLRQDO 'LIIHUHQFH

$FFRXQWV� %\ GHILQLWLRQ� WKHVH DFFRXQWV DUH XVHG WR UHFRUG WKH HIIHFW RI MXULVGLFWLRQDO

UDWHPDNLQJ SUDFWLFHV WKDW YDU\ IURP WKRVH RI WKH &RPPLVVLRQ� 7KH\ DUH QRW XVHG IRU IHGHUDO

UHJXODWRU\ RYHUVLJKW DQG DUH RIWHQ SURYLGHG WR WKH LQGLYLGXDO VWDWHV LQ JUHDWHU GHWDLO�

:LWK UHVSHFW WR &ODVV $ DFFRXQWV� 6SULQW KDV QR REMHFWLRQ WR WKH HOLPLQDWLRQ RI &ODVV

$ DFFRXQWV WKDW DUH QRW QHFHVVDU\ IRU SXUSRVHV RI MXULVGLFWLRQDO VHSDUDWLRQV� SULFH FDSV�

XQLYHUVDO VHUYLFH PHFKDQLVPV RU QHWZRUN HOHPHQW SULFLQJ� 7KLV DQDO\VLV VKRXOG EH XVHG LQ
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GHWHUPLQLQJ ZKHWKHU WR HOLPLQDWH WKH �� DFFRXQWV LGHQWLILHG LQ $SSHQGL[ � RI WKH 1350�

,Q DGGLWLRQ� EHIRUH DQ\ RI WKH &ODVV $ DFFRXQWV DUH HOLPLQDWHG� LW VKRXOG EH PDGH FOHDU WKDW

WKH &RPPLVVLRQ ZLOO UHWDLQ WKH FRUUHVSRQGLQJ VXPPDU\ DFFRXQWV IURP &ODVV %� )RU

H[DPSOH� WKH &RPPLVVLRQ SURSRVHV WR HOLPLQDWH DOO RI WKH &ODVV $ FDVK DQG FDVK�HTXLYDOHQW

DFFRXQWV� DFFRXQWV ���������� ,I HOLPLQDWHG� WKHVH VKRXOG EH UHSODFHG ZLWK WKH &ODVV % &DVK

DQG HTXLYDOHQWV DFFRXQW ����� 7KH 1350 GRHV QRW PDNH FOHDU WKDW LI &ODVV $ DFFRXQWV DUH

HOLPLQDWHG WKH\ ZRXOG EH FRQVLVWHQWO\ UHSODFHG ZLWK &ODVV % VXPPDU\ DFFRXQWV�

+RZHYHU� 6SULQW GRHV RSSRVH WKH HOLPLQDWLRQ RI DOO &ODVV $ DFFRXQWLQJ IRU WKH

UHDVRQV VHW IRUWK LQ SDUDJUDSKV �� DQG �� RI WKH 1350� 7KH OHYHO RI GHWDLO SURYLGHG LQ

VRPH &ODVV $ DFFRXQWV LV QHHGHG LQ GHWHUPLQLQJ FRVWV IRU XQEXQGOHG QHWZRUN HOHPHQWV DQG

XQLYHUVDO VHUYLFH IXQGLQJ IRU WKH IRXU PDMRU FDUULHUV� 6SHFLILFDOO\� GHWDLO LV QHHGHG LQ WKH

��[[� ��[[ DQG ��[[ DFFRXQWV� ZKLFK FRYHU GLIIHUHQW W\SHV RI SODQW DQG YDULRXV H[SHQVHV�

LQFOXGLQJ PDLQWHQDQFH� )RU H[DPSOH� QRQ�PHWDOOLF FDEOH �ILEHU� UHTXLUHV ORZHU PDLQWHQDQFH

FRVWV WKDQ PHWDOOLF FDEOH� )RUZDUG ORRNLQJ FRVW VWXGLHV WHQG WR KDYH D KLJKHU SHUFHQWDJH RI

QRQ�PHWDOOLF FDEOH WKDQ HPEHGGHG FRVW VWXGLHV� :LWKRXW WKH VXEDFFRXQW GHWDLO SURYLGHG LQ

DFFRXQW ����� IRU H[DPSOH� WR GLVWLQJXLVK EXULHG PHWDOOLF FDEOH IURP EXULHG ILEHU� ORZHU

PDLQWHQDQFH FRVWV IRU ILEHU FDQ EH PL[HG LQ ZLWK WKH KLJKHU PDLQWHQDQFH FRVWV IRU PHWDOOLF

FDEOH� FUHDWLQJ DUWLILFLDOO\ KLJK PDLQWHQDQFH FRVWV� 5%2& FRVW VWXGLHV FDQ EH GLIILFXOW WR

IDWKRP HYHQ ZLWK &ODVV $ DFFRXQW GHWDLO� (OLPLQDWLQJ PXFK RI WKH GHWDLO E\ DOORZLQJ 5%2&V

WR XVH &ODVV % DFFRXQWV ZRXOG H[SRVH WKHVH FRVW VWXGLHV WR IXUWKHU XQFHUWDLQW\�

:LWK UHVSHFW WR WKH DFFRXQWV WKDW WKH VWDWHV VHHN WR DGG LQ $SSHQGL[ � RI WKH 1350�

6SULQW UHVSHFWIXOO\ VXEPLWV WKDW DGGLQJ UHJXODWRU\ UHTXLUHPHQWV LV QRW D SURSHU VXEMHFW RI D

ELHQQLDO UHJXODWRU\ UHYLHZ GRFNHW� 7KLV GRFNHW DULVHV RXW RI 6HFWLRQ �� RI WKH

&RPPXQLFDWLRQV $FW RI ����� DV DPHQGHG �WKH �$FW���� 6HFWLRQ �� UHTXLUHV WKH &RPPLVVLRQ

� �� 8�6�&� ����



�

WR UHYLHZ UHJXODWLRQV LVVXHG XQGHU WKH $FW HYHU\ RWKHU \HDU DQG GHWHUPLQH ZKHWKHU DQ\ VXFK

UHJXODWLRQ LV QR ORQJHU QHFHVVDU\ LQ WKH SXEOLF LQWHUHVW GXH WR PHDQLQJIXO FRPSHWLWLRQ� 7KH

&RPPLVVLRQ LV GLUHFWHG WR �UHSHDO RU PRGLI\ DQ\ UHJXODWLRQ LW GHWHUPLQHV WR EH QR ORQJHU

QHFHVVDU\ LQ WKH SXEOLF LQWHUHVW��� :KLOH WKH WHUP �PRGLI\� PD\ EH EURDGO\ FRQVWUXHG� LW

PXVW EH FRQVWUDLQHG E\ WKH ODQJXDJH WKDW WKH VXEMHFW UHJXODWLRQ LV QR ORQJHU QHFHVVDU\ LQ WKH

SXEOLF LQWHUHVW� ,Q QR VHQVH LV WKHUH URRP LQ 6HFWLRQ �� IRU QHZ UHJXODWLRQ WR EH FUHDWHG�

7KHUHIRUH� WKLV LV FOHDUO\ WKH ZURQJ SURFHHGLQJ IRU WKH &RPPLVVLRQ WR FRQVLGHU WKH VWDWHV


SURSRVDO WR DGG QHZ DFFRXQWV DQG VXEDFFRXQWV�

,Q DGGLWLRQ WR WKH OHJDO IODZV ZLWK WKH VWDWHV
 UHTXHVW IRU PRUH DFFRXQW GHWDLO� WKHUH

DUH SUDFWLFDO SUREOHPV DV ZHOO� ,I WKH &RPPLVVLRQ GRHV FRQVLGHU WKH VWDWHV
 SURSRVDO� LW

VKRXOG UHMHFW WKH SURSRVHG DGGLWLRQV EDVHG RQ SXEOLF SROLF\ FRQVLGHUDWLRQV DV DGGUHVVHG

EHORZ�

��� 6ZLWFKLQJ VRIWZDUH VXEDFFRXQW XQGHU LQWDQJLEOH DVVHW� 7KLV FRVW LV DOUHDG\ FDSLWDOL]HG LQ

WKH VDPH DFFRXQW DV WKH VZLWFK LWVHOI ������� 7KLV LV SURSHU DFFRXQWLQJ� ZKLFK UHTXLUHV WKH

VRIWZDUH WR EH PDWFKHG ZLWK WKH VZLWFK LW VXSSRUWV� 7KHUH LV QR EHQHILW WR GUDZLQJ

VZLWFKLQJ VRIWZDUH DZD\ IURP LWV FRUUHVSRQGLQJ VZLWFK DQG GHGLFDWLQJ ODERU WR WUDFN LW LQ D

VHSDUDWH LQWDQJLEOH DFFRXQW�

��� /RRS DQG ,QWHURIILFH WUDQVSRUW VXEDFFRXQWV XQGHU FHQWUDO RIILFH WUDQVPLVVLRQ� FDEOH DQG

ZLUH IDFLOLWLHV� DQG LQIRUPDWLRQ RULJLQDWLRQ�WHUPLQDWLRQ DFFRXQWV� 6SULQW VWURQJO\ XUJHV WKH

&RPPLVVLRQ QRW WR DGRSW WKLV SURSRVDO� :KHQ QHFHVVDU\� D VWXG\ FDQ EH GRQH WR DOORFDWH

ORRS DQG WUDQVSRUW FRVWV� +RZHYHU� LW ZRXOG EH H[WUHPHO\ EXUGHQVRPH WR PDLQWDLQ WKHVH

VXEDFFRXQWV RQ DQ RQJRLQJ EDVLV DQG NHHS WKHP FXUUHQW WKURXJK D FRQVWDQW DWWHPSW WR

DOORFDWH WKH SULPDU\ DFFRXQWV EHWZHHQ ORRS DQG WUDQVSRUW�
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��� 2ULJLQDWLRQ DQG WHUPLQDWLRQ VXEDFFRXQWV XQGHU WKH VZLWFKHG DFFHVV UHYHQXH DFFRXQW�

6SULQW GRHV QRW FXUUHQWO\ SURGXFH WKH LQIRUPDWLRQ QHFHVVDU\ WR PDLQWDLQ WKHVH VXEDFFRXQWV�

,Q DGGLWLRQ� DV DFFHVV FKDUJHV FRQWLQXH WR GHFUHDVH� GHOLQHDWLRQ RI DFFHVV UHYHQXHV EHFRPH

OHVV PHDQLQJIXO�

��� 6ZLWFKHG DFFHVV� 6SHFLDO DFFHVV DQG 6XEVFULEHU OLQH FKDUJH VXEDFFRXQWV XQGHU VWDWH DFFHVV

UHYHQXH� 7KHVH VXEDFFRXQWV DUH XQQHFHVVDU\ IRU WKH VDPH UHDVRQ DV VHW IRUWK LQ QXPEHU

WKUHH DERYH IRU RULJLQDWLRQ DQG WHUPLQDWLRQ� 7KHUH LV QR UHJXODWRU\ QHHG WR VHH D EUHDNRXW

RI VWDWH DFFHVV UHYHQXHV�

��� :KROHVDOH DQG UHWDLO VXEDFFRXQWV XQGHU FXVWRPHU RSHUDWLRQV H[SHQVH� $JDLQ� 6SULQW

VWURQJO\ RSSRVHV WKLV DGGLWLRQ IRU WKH VDPH UHDVRQV LQ QXPEHU WZR DERYH� 7KLV LQIRUPDWLRQ

FDQ EH GHYHORSHG WKURXJK DQ DYRLGHG FRVW VWXG\ ZKHQ ZDUUDQWHG� +RZHYHU� IURP D GD\�WR�

GD\ DFFRXQWLQJ VWDQGSRLQW� LW ZRXOG EH YHU\ GLIILFXOW WR GHWHUPLQH DQG PDLQWDLQ ZKROHVDOH

DQG UHWDLO DOORFDWLRQV RI PDUNHWLQJ DQG VHUYLFH FRVWV� $Q\ EHQHILW IURP PDLQWDLQLQJ WKLV

LQIRUPDWLRQ FDQQRW SRVVLEO\ MXVWLI\ WKH UHFRUGNHHSLQJ EXUGHQ�

��� 1HZ UHYHQXH DQG H[SHQVH DFFRXQWV IRU UHFLSURFDO FRPSHQVDWLRQ� IHGHUDO 86)� VWDWH 86)�

UHVDOH� ZKROHVDOH DQG FROORFDWLRQ� 6SULQW UHFRPPHQGV UHMHFWLRQ RI WKHVH QHZ DFFRXQWV� 7KH

UHYHQXHV DUH QRW GLIILFXOW WR WUDFN� EXW DJJUHJDWLQJ WKH H[SHQVHV LQ VRPH RI WKHVH SURSRVHG

DFFRXQWV� VXFK DV UHFLSURFDO FRPSHQVDWLRQ� ZRXOG EH TXLWH EXUGHQVRPH� 5HJDUGOHVV� DOO RI

WKHVH SURSRVHG QHZ UHYHQXH DFFRXQWV DUH XQQHFHVVDU\� EHFDXVH WKH VXEMHFW UHYHQXHV DUH

DOUHDG\ LQFOXGHG WRGD\ LQ RWKHU DFFRXQWV� 5HFLSURFDO FRPSHQVDWLRQ� IHGHUDO 86) DQG 6WDWH

86) DUH DOO LQFOXGHG LQ DFFHVV UHYHQXHV� UHVDOH DQG ZKROHVDOH UHYHQXHV DUH LQFOXGHG LQ RWKHU

ORFDO H[FKDQJH UHYHQXH� DQG FROORFDWLRQ UHYHQXHV DUH LQFOXGHG ZLWK UHQW UHYHQXH�
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%� 2WKHU 5HJXODWRU\ 5HOLHI

6SULQW HQFRXUDJHV WKH )&& WR DGRSW WKH 867$ SURSRVDO WR HOLPLQDWH 6HFWLRQ

��������K� DQG 6HFWLRQ ��������I� RI WKH &RPPLVVLRQ·V UXOHV UHTXLULQJ DQ DQQXDO LQYHQWRU\

RI PDWHULDO DQG VXSSOLHV DQG VWDWLRQ DSSDUDWXV LQYHVWPHQW� UHVSHFWLYHO\��� 6SULQW FRQFXUV

ZLWK WKH 867$ SURSRVDO WKDW *$$3 UHTXLUHPHQWV VKRXOG EH WKH EDVLV IRU SHUIRUPLQJ WKHVH

LQYHQWRULHV LQ SODFH RI WKH GHWDLOHG UHTXLUHPHQWV SUHVFULEHG E\ WKH &RPPLVVLRQ UXOHV�

&RPSDQLHV VKRXOG KDYH WKH ODWLWXGH WR GHWHUPLQH WKH DSSURSULDWH LQYHQWRU\ YDOLGDWLRQ

PHWKRGRORJ\ EDVHG RQ ULVN DVVHVVPHQW DQG RQ H[LVWLQJ FRQWUROV� 7KH OHYHO RI HIIRUW DQG

FRVWV LQFXUUHG WR HQVXUH WKH LQWHJULW\ RI DVVHW YDOXHV VKRXOG EH FRPPHQVXUDWH ZLWK WKH

UHVSHFWLYH OHYHO RI ILQDQFLDO ULVN�

$V D PLG�VL]HG /(&� 6SULQW·V PDWHULDO DQG VXSSOLHV DQG VWDWLRQ DSSDUDWXV LQYHQWRU\

EDODQFHV VWDWHG DV D SHUFHQW RI WRWDO SK\VLFDO DVVHWV DUH OHVV WKDQ RQH TXDUWHU RI RQH SHUFHQW

DQG RQH KDOI RI RQH SHUFHQW� UHVSHFWLYHO\� 7KH LPPDWHULDOLW\ RI WKHVH EDODQFHV PD\ QRW

MXVWLI\ WKH FRVW RI DQ DQQXDO SK\VLFDO LQYHQWRU\� VR ORQJ DV DGHTXDWH FRQWUROV DUH LQ SODFH

DQG�RU VXUURJDWH PHDVXUHV DUH HPSOR\HG WR VDWLVI\ *HQHUDOO\ $FFHSWHG $FFRXQWLQJ

3ULQFLSOHV DQG *HQHUDOO\ $FFHSWHG $XGLWLQJ 6WDQGDUGV� 6XUURJDWH PHDVXUHV VXFK DV

LQYHQWRU\ F\FOH FRXQWV DQG VWDWLVWLFDO VDPSOLQJ PHDVXUHV DUH PRUH FRVW HIIHFWLYH WKDQ

FRPSOHWH DQQXDO SK\VLFDO LQYHQWRU\ FRXQWV LQ GHWHUPLQLQJ ILQDQFLDO DFFXUDWH LQYHQWRU\

EDODQFHV�

6SULQW HQFRXUDJHV WKH )&& WR HOLPLQDWH WKH &RPPLVVLRQ·V UXOHV DW 6HFWLRQ ��������K�

DQG ��������I�� QRWLQJ WKDW WR GR VR ZRXOG QRW QHFHVVDULO\ PHDQ WKDW FRPSDQLHV ZRXOG

DEDQGRQ DQQXDO SK\VLFDO LQYHQWRU\ FRXQWV� $W EHVW� HOLPLQDWLRQ RI WKH &RPPLVVLRQ·V UXOHV

VLPSO\ SURYLGHV WKH LQGXVWU\ ZLWK D OHYHO RI GLVFUHWLRQDU\ ODWLWXGH WR GHWHUPLQH WKH PRVW
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HIILFLHQW DQG FRVW HIIHFWLYH PHDQV WR HQVXUH WKH ILQDQFLDO LQWHJULW\ RI PDWHULDO DQG VXSSOLHV

DQG VWDWLRQ DSSDUDWXV LQYHVWPHQW YDOXHV�

6SULQW VXSSRUWV HOLPLQDWLRQ RI WKH WZR�PRQWK��������� DUELWUDU\ FDSLWDOL]DWLRQ

WKUHVKROGV FRQWDLQHG LQ �� &)5 ���������E� DV XQQHFHVVDU\��� *HQHUDOO\ $FFHSWHG

$FFRXQWLQJ 3ULQFLSOHV FXUUHQWO\ H[LVW WR JXLGH FDSLWDOL]DWLRQ DQG FRVW RI FRQVWUXFWLRQ

DFFRXQWLQJ DQG UHSRUWLQJ SROLF\� $V VXFK 6SULQW UHFRPPHQGV WKH )&& DGRSW *$$3 LQ

SODFH RI LWV WKUHVKROGV DQG WKDW PDWHULDOLW\ DQG PDQDJHPHQW MXGJPHQW VKRXOG EH WKH EDVLV RI

WKH FULWHULD IRU GHWHUPLQLQJ WKH WLPLQJ DQG DPRXQW RI D FDSLWDOL]DWLRQ WKUHVKROG� )XUWKHU� WKH

6(& FXUUHQWO\ KDV D SURSRVHG 6WDWHPHQW RI 3RVLWLRQ ZKLFK ZLOO DGGUHVV PDQ\ RI WKH FRVW RI

FRQVWUXFWLRQ LVVXHV� (OLPLQDWLQJ WKH DUELWUDU\ WKUHVKROGV ZLOO DYRLG RYHUODSSLQJ RU

FRQWUDGLFWRU\ UXOHV�

,Q SDUDJUDSKV ����� RI WKH 1350� WKH )&& LV FRQFHUQHG WKDW FDUULHUV ZKR DGRSW

6)$6���� IRU UHJXODWRU\ SXUSRVHV FRXOG SRVVLEO\ LQFUHDVH WKHLU UHSRUWHG FRQWULEXWLRQV DQG

WKXV� WKURXJK KLJKHU SULFHV� UHFRYHU WKHVH LQFUHDVHG FRVWV IURP UDWHSD\HUV EDVHG RQ

XQFRQGLWLRQDO SOHGJHG DPRXQWV DQG QRW RQ ´DFWXDO FDVKµ FRQWULEXWLRQV� 6SULQW EHOLHYHV WKDW

WKLV VKRXOG RQO\ EH D ILQDQFLDOO\ PDWHULDO LVVXH IRU SULFH FDS FRPSDQLHV� )RU H[DPSOH� D

FDUULHU VXEMHFW WR SULFH FDS UHJXODWLRQ FRXOG ´EXQFK XSµ IXWXUH \HDUV· FRQWULEXWLRQV LQ RQH

\HDU� LQYRNH WKH /)$0 HOHFWLRQ �LI WKH FDUULHU LV HDUQLQJ EHORZ D ������ UDWH RI UHWXUQ�� DQG

UDLVH LWV SULFHV� VROHO\ GXH WR WLPLQJ RI LWV FRQWULEXWLRQV� $OORZLQJ WKLV ´OXPS\µ H[SHQVH

UHFRJQLWLRQ UHTXLUHG E\ 6)$6���� ZRXOG FDXVH H[SHQVH SHDNV DQG YDOOH\V� UDWKHU WKDQ

QRUPDOL]HG H[SHQVHV IRU UDWHPDNLQJ SXUSRVHV� ZRXOG YLRODWH JRRG UHJXODWRU\ SROLF\ E\

FDXVLQJ D SULFH LQFUHDVH VROHO\ GXH WR WKH WLPLQJ RI SOHGJHV� DQG ZRXOG EH LQFRQVLVWHQW ZLWK

WKH LQWHQW RI WKH &$//6 RUGHU E\ LQFUHDVLQJ� UDWKHU WKDQ UHGXFLQJ� DFFHVV UDWHV�
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$OWHUQDWLYHO\� WKH EHQHILWV IURP DGRSWLRQ RI 6)$6���� IRU UHJXODWRU\ SXUSRVHV

ZRXOG EH WKH HOLPLQDWLRQ RI GXSOLFDWLYH UHFRUG NHHSLQJ UHTXLUHPHQWV� DQG WKH RQJRLQJ

DGPLQLVWUDWLYH FRVWV DVVRFLDWHG ZLWK PDLQWDLQLQJ H[WHUQDO DQG UHJXODWRU\ ILQDQFLDO UHFRUGLQJ

DQG UHSRUWLQJ GLIIHUHQFHV IRU FKDULWDEOH FRQWULEXWLRQV�

7R UHPHG\ WKH )&&·V FRQFHUQ DQG SURYLGH D PRUH EDODQFHG DSSURDFK� 6SULQW

UHFRPPHQGV WKDW WKH )&& VKRXOG QRW DOORZ FDUULHUV WR DGRSW 6)$6���� XQWLO D FDUULHU HOHFWV

SULFLQJ IOH[LELOLW\� 2QFH D FDUULHU PDNHV WKLV HOHFWLRQ� WKH /)$0 HOHFWLRQ LV QRW DQ RSWLRQ��

DQG WKH )&&·V FRQFHUQ RYHU ´JDPLQJ WKH V\VWHPµ LV UHVROYHG� )ROORZLQJ WKH SULFH IOH[LELOLW\

HOHFWLRQ� D FDUULHU ZLOO EHDU WKH ULVN RI UHFRYHU\ RI LWV XQFRQGLWLRQDO SOHGJHV DQG WKH WLPLQJ RI

ZKHQ WKH\ DUH PDGH GRHV QRW EHFRPH DQ LVVXH�

:LWK UHVSHFW WR WKH DGGLWLRQDO 867$ SURSRVDOV��� 6SULQW VXSSRUWV WKH HOLPLQDWLRQ RI

VHFWLRQ ��������F�� ZKLFK UHTXLUHV FDUULHUV WR PDLQWDLQ VHSDUDWH VXEVLGLDU\ FDWHJRULHV IRU

QRQUHJXODWHG UHYHQXH UHFRUGHG LQ $FFRXQW ����� %\ GHILQLWLRQ� WKH UHYHQXHV UHFRUGHG LQ

WKLV DFFRXQW DUH QRQUHJXODWHG DQG VKRXOG EH H[HPSW IURP DQ\ UHJXODWHG UHTXLUHPHQW WR

PDLQWDLQ VXEVLGLDU\ UHFRUGV� (OLPLQDWLQJ VHFWLRQ ��������F� ZRXOG DOORZ FDUULHUV WKH

IOH[LELOLW\ WR PDLQWDLQ UHFRUGV RI LWV QRQUHJXODWHG UHYHQXHV LQ D PDQQHU WKDW EHVW VHUYHV WKHLU

LQWHUQDO EXVLQHVV QHHGV� 6SULQW DOVR VXSSRUWV WKH GHFUHDVHG UHJXODWRU\ UHTXLUHPHQW FRQWDLQHG

LQ 867$
V VHFRQG SURSRVDO� 7KLV SURSRVDO ZRXOG VLPSOLI\ GHIHUUHG WD[ DFFRXQWLQJ E\

DOORZLQJ FDUULHUV WR ERRN $FFRXQW ����� 'HIHUUHG WD[ UHJXODWRU\ DVVHW� QHW RI $FFRXQW �����

'HIHUUHG WD[ UHJXODWRU\ OLDELOLW\� DQG WR HOLPLQDWH WKH UHTXLUHPHQW WR FDOFXODWH WKH JURVV XS

IRU WKH WD[ RQ WD[ HIIHFW� 6SULQW GRHV QRW VXSSRUW WKH WKLUG 867$ SURSRVDO� WR HOLPLQDWH WKH

VHFWLRQ ����� UHTXLUHPHQW IRU QRWLILFDWLRQ DQG DSSURYDO WR LPSOHPHQW )$6% VWDQGDUGV�

:KLOH 6SULQW JHQHUDOO\ IDYRUV *$$3 FRPSOLDQFH� EDVHG RQ WKH GLVFXVVLRQ DERYH UHJDUGLQJ

6)$6 ���� IRU H[DPSOH� 6SULQW LV QRW SUHSDUHG WR VXSSRUW DXWRPDWLF DSSURYDO RI DQ

�� 6HH �� &)5 �������G�����YLL� DQG �������
�� 1350 DW SDUD� ��
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DFFRXQWLQJ VWDQGDUG ZLWKRXW DQ RSSRUWXQLW\ WR FRQVLGHU LWV UHJXODWRU\ HIIHFW� )LQDOO\� 6SULQW

VXSSRUWV WKH 867$ SURSRVDO WKDW VHFWLRQ ����H� DJUHHPHQWV EH WUHDWHG WKH VDPH DV WDULIIHG

VHUYLFHV LQ 3DUW �� FRVW DOORFDWLRQ UXOHV�

&� $IILOLDWH 7UDQVDFWLRQ ,VVXHV

6SULQW VXSSRUWV 867$
V SURSRVDO WR UHGXFH WKH WKUHVKROG WR XVH SUHYDLOLQJ SULFH

XQGHU �� &)5 �������G� IURP ��� WR ��� RI WKH VDOHV RI DQ DVVHW RU VHUYLFH WR WKLUG

SDUWLHV��� :KHQ FDUULHUV SURYLGH VHUYLFHV WR WKLUG SDUW\ FXVWRPHUV� WKHUH LV DQ LPSOLHG PDUNHW

EDVHG UDWH IRU WKH WUDQVDFWLRQ� ,Q PDUNHWV WKDW DUH LQFUHDVLQJO\ FRPSHWLWLYH� WKHUH LV

IUHTXHQWO\ QRW D JLYHQ PDUNHW SULFH IRU DW OHDVW �� SHUFHQW RI WKH FXVWRPHUV� EXW UDWKHU

VLPLODU SULFHV WKDW DUH DOO UHSUHVHQWDWLYH RI WKH PDUNHW SULFH� $V VXFK� WKHVH PDUNHW EDVHG

UDWHV PRUH DFFXUDWHO\ DQG IDLUO\ UHSUHVHQW WKH YDOXH RI WKH WUDQVDFWLRQ WKDQ PHWKRGRORJLHV

VXFK DV IXOO\ GLVWULEXWHG FRVWLQJ�

7KH FUHDWLRQ RI D PDUNHW IRU WKH VDOHV RI D FDUULHU·V VHUYLFHV VKRXOG QRW UHTXLUH WKDW

KDOI WKH VDOHV EH WR RXWVLGHUV� :KLOH DQ LVRODWHG VDOH PD\ EH VXEMHFW WR DEXVH� LW VHHPV

DSSDUHQW WKDW D WKUHVKROG RI ��� LV DGHTXDWH WR DYRLG VXFK DEXVH� :H VKRXOG FHUWDLQO\ EH

DEOH WR H[SHFW RXU DIILOLDWHV WR SD\ WKH VDPH UDWH IRU XS WR ��� RI D FDUULHU DVVHW RU VHUYLFH DV

WKH RXWVLGH FXVWRPHUV SD\ IRU ��� RI VXFK DVVHW RU VHUYLFH� EHFDXVH ��� LV D VLJQLILFDQW

SRUWLRQ RI WKH WRWDO TXDQWLW\ RI WKH DVVHW RU VHUYLFH� ,Q DGGLWLRQ� WKH PRUH ZLGHVSUHDG WKH

XVH RI SUHYDLOLQJ SULFH� WKH OHVV FRVW WKDW PXVW EH LQFXUUHG E\ WKH FDUULHU LQ GHWHUPLQLQJ IDLU

PDUNHW YDOXH RU IXOO\ GLVWULEXWHG FRVW RQ DQ LQGLYLGXDO SURGXFW RU VHUYLFH EDVLV� WKHUHE\

VDYLQJ H[SHQVH WR WKH UDWHSD\HU�

6SULQW VXSSRUWV WKH &RPPLVVLRQ·V SURSRVDO WR HOLPLQDWH WKH UHTXLUHPHQW IRU D IDLU

PDUNHW YDOXH FRPSDULVRQ IRU DVVHW WUDQVIHUV YDOXHG XQGHU D FHUWDLQ PLQLPXP WKUHVKROG���

�� 1350 DW SDUD� ��
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:KLOH WKH &RPPLVVLRQ VXJJHVWV �������� SHU \HDU� ZKLFK FRUUHVSRQGV WR WKH WKUHVKROG IRU

VHUYLFHV� 6SULQW EHOLHYHV WKDW �� PLOOLRQ LV D PRUH PHDQLQJIXO OHYHO WR WUXO\ FDSWXUH

PLVFHOODQHRXV DVVHW WUDQVIHUV�

&DUULHU DVVHWV DUH GHSUHFLDWHG DW UDWHV DSSURYHG E\ UHJXODWRU\ DJHQFLHV DQG

QRQUHJXODWHG DIILOLDWH DVVHWV DUH GHSUHFLDWHG DFFRUGLQJ WR *$$3� 6RXQG EXVLQHVV SULQFLSOHV

ZRXOG GLFWDWH WKDW WKHVH DVVHWV DUH WUDQVIHUUHG EHWZHHQ FDUULHUV DQG WKHLU DIILOLDWHV DW QHW ERRN

YDOXH� 7UDQVIHUUHG LQ HLWKHU GLUHFWLRQ� WKH QHW ERRN YDOXH RI DQ DVVHW LV D VRXQG DQG YDOLG

YDOXDWLRQ DQG WKHUH LV QR GHWULPHQW WR WKH UDWHSD\HU� 7KH UHTXLUHPHQW WR LQFXU XQQHFHVVDU\

H[SHQVH LQ RUGHU WR SHUIRUP RU REWDLQ D IDLU PDUNHW FDOFXODWLRQ LV QRW YDOXH DGGHG DQG WKXV

FDXVHV KDUP WR WKH UDWHSD\HU�

,Q VXSSRUW RI WKH UHFRPPHQGHG WKUHVKROG� 6SULQW GHPRQVWUDWHV WKDW DQ DQQXDO

���������� H[HPSWLRQ ZRXOG UHSUHVHQW RQO\ ��� RI GHSUHFLDWHG 3URSHUW\� 3ODQW DQG

(TXLSPHQW RI 6SULQW·V VPDOOHVW DQG QHZHVW &ODVV $ FDUULHU� 6SULQW 0LQQHVRWD� ,QF�� EDVHG RQ

LWV ���� \HDU�HQG EDODQFH VKHHW� 7KH FOHDU DGYDQWDJH LV WKDW RQO\ VLJQLILFDQW WUDQVIHUV ZRXOG

QHHG D IDLU PDUNHW FRPSDULVRQ ZKLOH DOPRVW DOO PLVFHOODQHRXV DVVHW WUDQVIHUV ZLOO DYRLG WKH

H[SHQVH RI D IDLU PDUNHW YDOXH FRPSDULVRQ�

6SULQW DOVR VXSSRUWV WKH &RPPLVVLRQ·V SURSRVDO WKDW WKH DIILOLDWH WUDQVDFWLRQ UXOH��

HVWDEOLVK D IORRU RU FHLOLQJ� UDWKHU WKDQ GLFWDWH D GLVFUHWH SULFH��� 8QGHU WKH &RPPLVVLRQ
V

SURSRVDO� WKH IORRU RU FHLOLQJ ZRXOG DOZD\V RSHUDWH LQ IDYRU RI WKH UDWHSD\HU E\ SHUPLWWLQJ

WKH UHJXODWHG FDUULHU WR HLWKHU SD\ OHVV RU FKDUJH PRUH� DV WKH FDVH PD\ EH� WR WKH

QRQUHJXODWHG DIILOLDWH IRU D VHUYLFH RU DVVHW� 6LQFH WKH UDWHSD\HU LV DOZD\V SURWHFWHG� WKHUH FDQ

EH QR UHJXODWRU\ KDUP IURP WKH &RPPLVVLRQ
V SURSRVDO�

)LQDOO\� 6SULQW VXSSRUWV WKH &RPPLVVLRQ·V SURSRVDO WR H[HPSW IURP WKH DIILOLDWH

WUDQVDFWLRQV UXOH WUDQVDFWLRQV EHWZHHQ WKH ,/(&V
 QRQUHJXODWHG RSHUDWLRQV DQG LWV

�� 6HH �� &)5 ������
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QRQUHJXODWHG DIILOLDWH��� 7KHUH VKRXOG QRW EH DQ\ ULVN RI KDUP WR WKH UDWHSD\HU LI WKH

&RPPLVVLRQ H[HPSWV QRQUHJXODWHG DFWLYLWLHV IURP WKH DIILOLDWH WUDQVDFWLRQ UXOHV� 5DWKHU� WKH

UHTXLUHPHQW WR VXEMHFW QRQUHJXODWHG WUDQVDFWLRQV WR UHJXODWLRQ ZRXOG EH D GLUHFW

FRQWUDGLFWLRQ RI WKH FRQFHSW RI QRW LQFXUULQJ XQQHFHVVDU\ H[SHQVH IRU UDWHSD\HUV WKDW \LHOGV

QR DGGLWLRQDO EHQHILW WR WKH UHJXODWHG RSHUDWLRQV� ,W VKRXOG QRW PDWWHU WR WKH UHJXODWRU KRZ

D FDUULHU YDOXHV LWV QRQUHJXODWHG WUDQVDFWLRQV ZLWK WKH QRQUHJXODWHG DIILOLDWHV� VLQFH HFRQRPLF

DQG FRPSHWLWLYH SULQFLSOHV ZLOO GULYH VXFK WUDQVDFWLRQV�

'� ,QFLGHQWDO $FWLYLWLHV

6HFWLRQ ��������O� RI WKH &RPPLVVLRQ
V UXOHV�� SURYLGHV IRU PLQRU QRQWDULIIHG

DFWLYLWLHV WR EH UHFRUGHG DV UHJXODWHG UHYHQXHV LI WKH\ PHHW IRXU FULWHULD� 7KHVH FULWHULD DUH

WKDW WKH DFWLYLW\ PXVW EH �L� DQ RXWJURZWK RI UHJXODWHG RSHUDWLRQV� �LL� KDYH EHHQ WUHDWHG

WUDGLWLRQDOO\ DV UHJXODWHG� �LLL� EH D QRQ�OLQH RI EXVLQHVV DFWLYLW\� DQG �LY� UHVXOW LQ UHYHQXHV

WKDW DJJUHJDWH OHVV WKDQ �� RI WRWDO UHYHQXHV IRU WKUHH FRQVHFXWLYH \HDUV� 6SULQW

UHFRPPHQGV WKDW WKH &RPPLVVLRQ HOLPLQDWH FULWHULRQ �LL� DQG PRGLI\ FULWHULRQ �LY� WR DOORZ D

�� FDS LQVWHDG RI WKH FXUUHQW �� WKUHVKROG IRU WRWDO LQFLGHQWDO DFWLYLWLHV· UHYHQXHV�

:LWK UHVSHFW WR FULWHULRQ �LL�� D FDUULHU VKRXOG EH DEOH WR UHFRUG DQ LQFLGHQWDO DFWLYLW\

DV UHJXODWHG UHYHQXH UHJDUGOHVV RI WKH KLVWRULFDO WUHDWPHQW RI WKDW DFWLYLW\� 5HJDUGLQJ

FULWHULRQ �LY�� LQFLGHQWDO DFWLYLW\ UHYHQXHV RI 6SULQW DQG PDQ\ RWKHU FDUULHUV DOUHDG\ H[FHHG

WKH �� WKUHVKROG DQG WKXV FDQQRW EH UHFRUGHG DV UHJXODWHG UHYHQXHV� $GMXVWLQJ WKH FDS

XSZDUGV WR D VWLOO LQVLJQLILFDQW �� ZLOO DOORZ 6SULQW DQG RWKHU FDUULHUV WKH IOH[LELOLW\ WR UHFRUG

HOLJLEOH UHYHQXHV DV UHJXODWHG� DQG DYRLG WKH DGPLQLVWUDWLYH FRVW RI WUDFNLQJ DQG

UHFODVVLILFDWLRQ RI VXFK UHYHQXHV ZKHQ WKH\ H[FHHG ��� 7KHUH LV QR KDUP RU ULVN RI DEXVH WR

UDWHSD\HUV LQ PRGLI\LQJ WKLV SURYLVLRQ VLQFH �� LV VWLOO D YHU\ ORZ WKUHVKROG� (OLPLQDWLQJ

�� 1350 DW SDUD� ��
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FULWHULRQ �LL� ZLWKRXW PRGLI\LQJ FULWHULRQ �LY� RI 6HFWLRQ ��������O� ZLOO KDYH OLWWOH RU QR

LPSDFW�

7KH &RPPLVVLRQ LV FRQFHUQHG WKDW UDWHSD\HUV PD\ EHDU WKH ULVN RI QDVFHQW

QRQUHJXODWHG YHQWXUHV LI FULWHULRQ �LL� LV UHPRYHG� 7KH &RPPLVVLRQ LV FRUUHFW WKDW WKHVH

YHQWXUH�UHODWHG H[SHQVHV FRXOG EH SODFHG RQ WKH UHJXODWHG ERRNV� +RZHYHU� DV D SUDFWLFDO

PDWWHU� SULFH FDS UHJXODWHG FRPSDQLHV ZLOO EH FRQVWUDLQHG IURP XVLQJ DQ\ DGGLWLRQDO H[SHQVHV

WR UDLVH SULFHV� )RU UDWH RI UHWXUQ UHJXODWHG FRPSDQLHV� DQ\ HIIHFW RQ UDWHV FDXVHG E\ WKHVH

H[SHQVHV FDQ EH DGGUHVVHG RQ D FDVH E\ FDVH EDVLV�

(� ([SHQVH /LPLWV

6SULQW VXSSRUWV UDLVLQJ WKH H[SHQVH OLPLW IURP ���� WR ����� IRU ERWK $FFRXQW �����

JHQHUDO VXSSRUW FRPSXWHUV� DQG WKH WRROV DQG WHVW HTXLSPHQW LQFOXGHG LQ WKH FHQWUDO RIILFH

SODQW DFFRXQWV��� 7KLV LQFUHDVH LV FRQVLVWHQW ZLWK WKH &RPPLVVLRQ
V GHFLVLRQ WR UDLVH WKH

H[SHQVH OLPLW WR ����� IRU RWKHU HTXLSPHQW��� $V D SHUFHQW RI WRWDO SODQW LQYHVWPHQW� JHQHUDO

VXSSRUW FRPSXWHUV DQG WHVW HTXLSPHQW DUH UHODWLYHO\ LQVLJQLILFDQW� ,Q DGGLWLRQ� GXH WR UDSLGO\

DGYDQFLQJ FRPSXWHU WHFKQRORJ\ PDQ\ FRPSDQLHV KDYH WUDQVLWLRQHG WR H[SHQVH OHDVLQJ RI

FRPSXWHU HTXLSPHQW ZKLFK UHQGHUV WKH FDSLWDOL]DWLRQ UXOHV PRRW�

,Q DGGLWLRQ WR FRQVLVWHQF\� 6SULQW VWURQJO\ EHOLHYHV WKDW H[SHQVH OLPLWV VKRXOG EH VHW

DW PDQDJHPHQW·V GLVFUHWLRQ� 0DQDJHPHQW VKRXOG PDNH H[SHQVH FULWHULD GHFLVLRQV� EDVHG RQ

�� 1350 DW SDU� ��
�� 6HH 5HYLVLRQ WR $PHQG 3DUW ��� 8QLIRUP 6\VWHP RI $FFRXQWV IRU &ODVV $ DQG &ODVV % 7HOHSKRQH &RPSDQLHV
WR 5DLVH WKH ([SHQVH /LPLW IRU &HUWDLQ ,WHPV RI (TXLSPHQW IURP ���� WR ������ &&'RFNHW 1R� ������ 5HSRUW
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D FRVW EHQHILW DQDO\VLV RI ZKLFK DVVHWV VKRXOG EH VXEMHFW WR DQ H[SHQVH OLPLW� DQG

ZKHWKHU ODUJH TXDQWLWLHV RI VPDOO YDOXH LWHPV VKRXOG EH WUDFNHG�

5HVSHFWIXOO\ VXEPLWWHG�

635,17 &25325$7,21
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CERTIFICATE OF SERVICE

,� -R\FH :DONHU� KHUHE\ FHUWLI\ WKDW , KDYH RQ WKLV ��VW GD\ RI 'HFHPEHU ����� VHUYHG
YLD 8�6� )LUVW &ODVV 0DLO� SRVWDJH SUHSDLG� RU +DQG 'HOLYHU\� D FRS\ RI WKH IRUHJRLQJ
´&RPPHQWV RI 6SULQW &RUSRUDWLRQµ ,Q WKH 0DWWHU RI ���� %LHQQLDO 5HJXODWRU\ 5HYLHZ ²
&RPSUHKHQVLYH 5HYLHZ RI WKH $FFRXQWLQJ 5HTXLUHPHQWV DQG $50,6 5HSRUWLQJ
5HTXLUHPHQWV IRU ,QFXPEHQW /RFDO ([FKDQJH &DUULHUV� 3KDVH � DQG 3KDVH �� && 'RFNHW
1R� ������� ILOHG WKLV GDWH ZLWK WKH 6HFUHWDU\� )HGHUDO &RPPXQLFDWLRQV &RPPLVVLRQ�
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-R\FH :DONHU


